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The question of monetary policy was discussed at the
Ottawa Conference. It was at one time feared in India
that the Indian Delegation, considering its composition,
might be obliged to join a 'sterling area* and commit
India to a policy of maintaining the rupee at its present
ratio with sterling, which is unpopular in India. That
would have necessitated India making a contribution from
its sterling currency assets towards a Central Exchange
Pool, to be virtually managed by the Bank of England.
But, fortunately, no such decisive step was taken at
Ottawa. There is nothing in the monetary resolutions of
the Ottawa Conference to which exception can be taken,
and there is no commitment with regard to future policy.
That stabilization of the exchanges is highly desirable, that
there should be a satisfactory international monetary
standard, that a substantial rise in prices is urgently
necessary (which, it is recognized, cannot be brought
about by monetary action alone), &c., are all propositions
which India can accept most readily. They would leave
her perfectly free to link her currency to gold, sterling,
silver, or any other standard she preferred, and equally
free to adopt any exchange-ratio she considered suitable.
What are then the steps necessary to ensure the consis-
tent pursuit of a 'prudent monetary policy', such as is
desired by the British Government?
The first step is to set up a Central Bank in India and
entrust to it the day-to-day management of the currency.
Such a step would have been necessary even if the question
of transfer of responsibility for currency and exchange had
not arisen. The present position is regarded as unsatisfac-
tory' even by Government themselves. Sir George Schuster
recently admitted that so long as the Government of India
was the currency7 authority also, not only would it be easy
for their critics to say that currency policy was dictated by

